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within 60 days after the effective date
of the appointment; contributions
based on such an election will be made
during the first full pay period after
the election is received.

(c) Conversion between active duty and
Ready Reserve status. A service member
who converts from Ready Reserve sta-
tus to active duty status (for more
than 30 days), or who converts from ac-
tive duty to Ready Reserve status, may
make a TSP contribution election
within 60 days after the effective date
of the conversion; contributions based
on such an election will be made during
the first full pay period after it is re-
ceived.

(d) TSP open season elections. In addi-
tion to being able to make a contribu-
tion election during the periods de-
scribed in paragraphs (a) through (c) of
this section, as applicable, a service
member may make a contribution elec-
tion during any TSP open season there-
after (as described at 5 CFR part 1600,
subpart B).

(e) Source of contributions. A service
member may elect to contribute sums
to the TSP from basic pay, incentive
pay, and special pay (including bo-
nuses). However, the service member
must be contributing to the TSP from
basic pay in order to contribute to the
TSP from incentive pay and special
pay (including bonuses). Except for an
election to contribute from bonuses, all
contribution elections must be made
during one of the periods described in
paragraphs (a) through (d) of this sec-
tion. A service member may elect to
contribute from special pay or incen-
tive pay (including bonuses) in antici-
pation of receiving such pay (that is,
he or she does not have to be receiving
the special pay or incentive pay when
the contribution election is made);
those elections will take effect when
the service member receives the special
or incentive pay.

§ 1604.4 Contributions.
(a) Employee contributions. Subject to

the regulations at 5 CFR part 1600 and
the following limitations, a service
member may make regular contribu-
tions to the TSP from basic pay. If the
service member makes regular con-
tributions, he or she also may con-
tribute all or a portion of incentive pay

and special pay (including bonuses) to
the TSP:

(1) Temporary percentage limitations.
Subject to paragraph (a)(2) of this sec-
tion, the maximum service member
TSP regular employee contribution
(including combat zone contributions)
for 2002 is 7 percent of basic pay per
pay period. The maximum contribution
will increase one percentage point each
year until 2005, after which the per-
centage of basic pay limit will not
apply and the maximum contribution
will be limited only as provided in
paragraph (a)(2) of this section.

(2) Internal Revenue Code limitations.
The dollar amount of TSP employee
contributions is limited by two dif-
ferent provisions of the Internal Rev-
enue Code (I.R.C.). If a service mem-
ber’s employee contributions exceed ei-
ther of these limitations, the service
member may request a refund of em-
ployee contributions (and associated
earnings) from the TSP on the form ti-
tled ‘‘Request for Return of Excess Em-
ployee Contributions to Participant,’’
which can be obtained from the TSP
record keeper. The completed form
must be returned to the TSP record
keeper by February 20 of the year after
the excess contributions were made.

(i) Limit on elective deferrals. Section
402(g) of the I.R.C. (26 U.S.C. 402(g))
places a dollar limit on the amount a
person may save on a tax-deferred basis
through retirement savings plans. (For
2002, the limit is $11,000. The limit will
increase each year by $1,000 until it
reaches $15,000 in 2006; thereafter, it
will be periodically adjusted by the In-
ternal Revenue Service (IRS).) The
TSP will not accept any employee con-
tributions that exceed the I.R.C. sec-
tion 402(g) limit. If a service member
contributes to a civilian TSP account
or to another qualified employer plan
described at I.R.C. sections 401(k),
403(b), or 408(k) (26 U.S.C. 401(k), 403(b),
or 408(k)), and the total employee con-
tributions from taxable income made
to all plans exceed the I.R.C. section
402(g) limit, he or she may request a re-
fund of employee contributions from
the TSP to conform with the limit.
(Combat zone contributions are not
taken into consideration when deter-
mining the application of the I.R.C.
section 402(g) limit.)
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(ii) Limit on contributions to qualified
plans. Section 415(c) of the I.R.C. (26
U.S.C. 415(c)) also places an annual
limit on the combined amount that can
be contributed to the TSP and to other
Federal civilian retirement systems (as
defined in § 1604.2). (The limit is peri-
odically adjusted by the IRS; it is the
lesser of 100 percent of compensation or
$40,000 in 2002.) For purposes of apply-
ing this limit, compensation includes
combat zone compensation. In imple-
mentation of this law, no employee
contribution may be made to the TSP
for any year to the extent that the sum
of the employee’s contributions to the
TSP and to a Federal civilian retire-
ment system, when added to the em-
ployer’s contributions to the TSP for
that year, would exceed the I.R.C. sec-
tion 415(c) limit. (If a service member
contributes to a civilian TSP account
and to a service member TSP account
in a single calendar year, the annual
limit on contributions will be derived
from the participant’s combined serv-
ice member and civilian compensa-
tion.) Combat zone contributions are
taken into consideration when deter-
mining the application of the I.R.C.
section 415(c) limit.

(b) Matching contributions. When
matching contributions are authorized
for a service member, that service
member’s regular contributions will be
matched dollar-for-dollar on the first
three percent of basic pay contributed
to the TSP, and 50 cents on the dollar
on the next two percent of basic pay
contributed. Matching contributions
only apply to regular contributions.
Matching contributions are not taken
into consideration when determining
the application of the contribution
limit found at I.R.C. section
402(g)(described in paragraph (a)(2)(i) of
this section), but they are taken into
consideration when determining the
application of the contribution limit
found at I.R.C. section 415 (described in
paragraph (a)(2)(ii) of this section).

(c) Deduction and transmittal of con-
tributions. A service member’s employ-
ing agency will deduct regular con-
tributions from the service member’s
basic pay each pay period based on his
or her contribution election and will
transmit the contributions to the TSP.
If a service member also elects to make

periodic contributions to the TSP, the
employing agency must deduct (and
transmit to the TSP) these contribu-
tions from the service member’s incen-
tive pay or special pay (including bo-
nuses), as applicable.

§ 1604.5 Separate service member and
civilian accounts.

(a) Separate accounts. Service member
accounts are maintained separately
from civilian accounts. Therefore, serv-
ice members making both civilian and
uniformed services TSP contributions
will have two TSP accounts. For those
participants, the accounts are treated
separately except in the following cir-
cumstances:

(1) If a participant contributes to a
service member account and a civilian
account, the contributions to both ac-
counts together cannot exceed the In-
ternal Revenue Code contribution lim-
its described in § 1604.4(a)(2).

(2) A member of the uniformed serv-
ices may obtain a loan from his or her
account, as described at § 1604.10, and
the loan will be disbursed from the uni-
formed services account. If the TSP
maintains a service member account
and a civilian account for an indi-
vidual, the TSP will calculate the In-
ternal Revenue Code maximum loan
amount using both account balances,
as described in § 1604.10(a)(3).

(b) Transfers between TSP accounts.
Service member and civilian TSP ac-
count balances may be combined
through a transfer (thus producing one
account), and the transferred funds will
be treated as employee contributions
and otherwise invested as described at
5 CFR part 1600. Transfers under this
section are subject to the following
rules:

(1) An account balance can be trans-
ferred once the TSP is informed (by the
participant’s employing agency) that
the participant has separated from ei-
ther civilian or uniformed services em-
ployment.

(2) Combat zone contributions may
not be transferred from a uniformed
services TSP account to a civilian TSP
account.

(3) Transferred funds will be allo-
cated among the TSP’s investment
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